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FEDERAL HOME LOAN BANK BOARD
Implementation of New Powers; Limitations on Loans to One Borrower is the title
of a recently proposed rule from the Federal Home Loan Bank Board (see the
1/19/83 Fed. Reg., pp. 2340-73). According to the Board, it is proposing
amendments to its regulations to implement the expanded authority for Federal
savings and loans contained in the Garn-St. Germain Depository Institutions
Act of 1982. The proposed regulations would permit Federal associations to
offer demand deposit accounts and governmental unit NOW accounts, and to
engage in leasing and commercial lending; and expand the authority of Federal
associations to offer consumer loans, educational loans, real estate loans
and to invest in governmental obligations. In addition, the Board has
proposed a revision to Part 545 of its regulations governing the general
operations of Federal associations in order to remove obsolete or unnecessary
provisions and to facilitate use by improving the organization of Part 545.
These amendments, according to the Board, would expand the investment
authority of, and services offered by, Federal savings and loan associations.
Comments are requested by 3/10/83. Late comments will not be considered due
to the complexity of the proposal according to the Board. For additional
information, contact Michael Schley at 202/377-6444.
A revision to regulations concerning the preemption of state laws restricting the
use of due-on-sale clauses for both federally and non-federally chartered
lenders was recently proposed by the FHLBB (see the 1/19/83 Fed. Reg.,
pp. 2373-79). The proposal is intended to implement Section 341 of the G a m St. Germain Depository Institutions Act of 1982. The Act provides for federal
preemption of all state laws restricting a lender's right to exercise mortgage
loan clauses allowing the lender to invoke the loan "due" when the property is
sold. Additionally, it provides a "window period" for states with due-on-sale
prohibitions in effect on 10/15/82, when the law was signed, saying the ban
can be enforced on loans written by state-chartered institutions during that
time. Further, the proposed revision clarifies that the preemption of state
law applies to all loans originated by a federal association, to be sure that
loans that have been sold on the secondary market will be treated fairly.
The Bank Board's proposal does not include sections encouraging federal
associations to allow "blended rate" assumptions or stating that a lender may
invoke due-on-sale provisions if an individual wanting to assume an existing
mortgage does not meet the lender's customary credit standards. The proposed
revisions to the Bank Board's 1976 due-on-sale regulation follows the
statutory framework provided in the 1982 Act, removes overlapping or
inconsistent provisions, and provides additional certainty to lenders about
the clauses.
FEDERAL RESERVE BOARD
An amendment to Regulation D, Reserve Requirements of Depository Institutions, to
implement Congressional action exempting Money Market Deposit Accounts from
phase-in reserve requirements of the Monetary Control Act of 1980, was
recently announced by the Federal Reserve Board. The revision makes all
depository institutions covered by the rules of the Depository Institutions
Deregulation Committee subject (without the phase-down requirements of the
Monetary Control Act of 1980 for member banks and the phase-up requirements
for non-member institutions) to a reserve requirement of 3% on all nonpersonal
MMDA accounts and to a 0% (zero percent) on all personal MMDA's. The Board
also modified the procedure for allocating the statutory exemption from
reserve requirements for the first $2.1 million of an institution's deposits
on accounts that are subject to reserve requirements, in order to provide
maximum benefit to institutions in light of the legislation exempting MMDA
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for member banks is effective as of 12/14/82. For nonmembers the revisions
of Regulation D are effective 1/13/83 and apply first to the maintenance
period beginning 1/27/83. For additional information, contact Gilbert
Schwartz at 202/452-3625.
INTERSTATE COMMERCE COMMISSION
A revision of accounting rules under the Uniform System of Accounts for Class I
and II Common and Contract Motor Carriers of Property (USOA) was recently
proposed by the Commission (see the 1/20/83 Fed. Reg., pp. 2557-62). The
revision is intended to make the USOA more responsive to the Commission's
data requirements. The proposed revision would make the USOA a single-class
system generally based on the present requirement for Class II carriers and
would eliminate recognition of gains on trade-ins of operating equipment.
The proposal would also eliminate the requirement for household goods carrier
principals to obtain financial reports from their carrier agents as well as
make miscellaneous technical changes to clarify the regulations. Written
comments are requested by 3/7/83. The effective date of the proposed
revision, if adopted, will be 1/1/83. For additional information, contact
Thomas Carter at 202/275-7448.
OFFICE OF MANAGEMENT AND BUDGET
New guidelines which seek to tighten the internal control systems of federal
agencies were recently announced by Joseph R. Wright, Jr., Deputy Director of
QMB. The new guidelines are an integral part of the President's REFORM '88
program to strengthen management and administrative systems of the Federal
Government. According to Mr. Wright, "Internal controls are a way of life in
the private sector— and are way overdue for the Federal Government." Further,
he added that these guidelines "will get at the problem of fraud, waste and
abuse by prevention, not by after-the-fact detection." Under the new
guidelines, agencies will have to ensure that internal control systems are
established consistent with the Comptroller General's standards? assess the
vulnerability of their agencies to waste, fraud and abuse; and make periodic
reviews to see if internal controls are working. Agency heads will have to
report the results of these reviews to the President and the Congress. Top
managers will be rated on how good a job they do in maintaining program
controls. The new guidelines are required by the Federal Managers' Financial
Integrity Act P.L. 97-255, and build upon existing requirements in QMB
Circular A-123, "Internal Control Systems". For additional information,
contact QMB's REFORM '88 Project Office at 202/395-7381.
SECURITIES AND EXCHANGE COMMISSION
Answers to inquiries generated by the SEC's Staff Accounting Bulletin No. 49,
disclosures by bank holding companies related to foreign loans, were recently
published by the SEC. In general, SAB No. 49 dealt with disclosures by bank
holding companies about loans to public and private sector borrowers located
in countries that are experiencing liquidity problems. Since the issuance of
SAB No. 49 on 10/26/82, the SEC has received a number of inquiries about its
view with respect to the necessity to provide additional disclosures about
restructurings of existing debt in these countries, funding of additional
borrowings and other related matters. In response to the inquiry asking what
additional disclosures are necessary, the SEC responded: "Generally,
registrants should provide the most current information about outstandings to
foreign countries experiencing liquidity problems when a periodic Exchange
Act document or Securities Act offering is filed in order to make the
information previously presented not materially misleading. While quantitative
data need not be updated unless there is a material change, additional
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This information is contained in SEC Staff Accounting Bulletin No. 49A,
released on 1/18/83. For additional information, contact Marc Oken at
202/272-2553.
TREASURY, DEPARTMENT OF
Proposed regulations implementing the 25 pier cent tax credit for increasing
research and development activities were recently issued by the IRS (see the
1/21/83 Fed. Reg., pp. 2790-2800). The proposals, which relate to tax code
Section 44F a n d attempt to clarify the definition of research or experimental
expenditures included in tax code Section 174, are intended to implement
provisions of the Economic Recovery Tax Act of 1981. The proposals are to be
utilized to determine if and to what extent amounts paid or incurred after
6/30/81 and before 1/1/86 qualify for the credit. The credit (non-refundable)
is limited to incremental research, which is the excess of a current year's
research expenditures over the average expenditures during a base period, that
when fully implemented, will be the preceeding three taxable years. In
outlining the types of research that qualify for the credit the IRS noted that
the qualifying research costs must be incurred in connection with the
taxpayers’ trade or business and represent research and development "in the
experimental or laboratory sense". Some qualifying projects would include
development of an experimental or pilot model, a plant process, a product,
a formula or an invention. Written comments are requested by 3/23/83. For
additional information, contact John Harman at 202/566-3238.
A program designed to encourage employers to bring certain qualified retirement
plans into full compliance with the requirements of ERISA has been extended
by the IRS. Under the ERISA Noncompliance Enforcement Program (ENCEP), which
would have expired after 12/31/82, the IRS can provide relief from the
unfavorable tax consequence that would otherwise result from defects in the
plan. Employers now have until 9/30/85 to adopt amendments to bring plans
into full compliance or file applications for determination letters
concerning proposed correcting amendments. Additionally, the authority of
IRS key district offices to grant relief from unfavorable tax consequences
is extended to 12/31/83. For additional information, contact the IRS Public
Affairs Office at 202/566-4024.
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